Abstract. The British stock market is the most internationalized stock market in the world, and its capital allocation function is excellent. There are many references for China to draw lessons from it. With the development of "Shanghai-London stock connection", China and the UK are getting closer and closer to the two major economies in the world. On the basis of the Jeffrey Wurgler (2000) capital allocation efficiency model, this study selects the financing amount and GDP data of the Chinese and English stock markets in the past 2000-2016. And the Granger causality test and the VAR model are used to compare the relationship between the financing amount and the economic growth of the Chinese and English stock markets. The study finds that there is a long-term equilibrium relationship between GDP and stock market funding in both countries. And the capital allocation efficiency of the UK stock market is higher than that of the Chinese stock market.
Introduction
The stock market is an important part of the financial market. It can not only raise funds for the development of listed companies, but also can be used as an investment method to enrich the investment channels of investors. On April 10, 2014, the 7th China-UK Economic and Financial Policy Report released a report, the two countries will focus on researching the interconnection between the Shanghai Stock Exchange and the London Stock Exchange and focus on promoting the opening of the "Shanghai-London Stock Connection". This opens up a higher level of opening up to the Chinese stock market. This is also the third inter-regional exchange policy after the successful opening of "Shanghai-Hong Kong Stock Connection" and "Shenzhen-Hong Kong Stock Connection", which is of great significance to the development of China's stock market. This article takes the stock market and national economy of the two countries as the research object, studies the efficiency of capital allocation in the stock markets of the two countries, and compares the efficiency of the two countries through empirical analysis, so as to find the gap, and proposes corresponding suggestions for the development of China's stock market.
Review of Literature
Foreign scholars have studied the efficiency of capital allocation in the stock market from the perspective of companies and countries. Peter Blair Henry and Chari (2014) selected 369 companies as research subjects and conducted a comparative study of their total share capital before and after the opening of the stock market. As a result, after the stock market opened, the company's total equity increased by 4.1% compared to the pre-opening period. Morch Randall, Kan Li, Fan Yang and Yung Bernard (2013) pointed out through research that different countries' stock market price has different ability to reflect value, and the validity of the transmitted information is also different. Elfreda Nga-Yee Wong, Terence Tai-Leung Chong, and Sam Ho-Sum Cheng (2016) Comparative study of the capital allocation efficiency of China, India, Russia, Brazil BRIC stock markets, The empirical analysis shows that among the four BRICS countries, Brazil has the highest capital allocation efficiency in the stock market.
Domestic scholars started late in the research on the efficiency of capital allocation in the stock market. Fang Yan (2012) also conducts research on two levels, but she chooses both macro and micro perspectives. Pang Ruchao (2012) selects the amount of fundraising and total profits of the industry in the stock market, and selects company sample data from 20 industries. The results show that: China's two securities trading markets must be more efficient than the capital allocation of the Hong Kong stock exchange market. Low, it does not play well with the capital allocation function in the stock market, and there is a serious mismatch of funds. Wang Zheng (2014) classified the sample according to the company's attributes, market value of circulation, and industry category. Through the analysis of regression results, the differences in capital allocation efficiency of China's stock market under different classifications were compared and studied. And through regression analysis, it is found that the issuance of additional shares has a negative impact on the efficiency of capital allocation in the Chinese stock market.
Variable and Method Selection Selection and Processing of Variables
China and UK are the research objects of this article. We compare the capital allocation efficiency of the stock market from the national level. To meet this macroscopic angle, the selected variable is the amount of capital raised by a country's stock market and GDP. The stock market fundraising amount is used as a dependent variable, represented by (I), and GDP is used as an independent variable, and expressed as (G).
Research Method
The two variables selected in this paper are the time series data and the GDP, so we use the dynamic time series model for analysis. First, in order to eliminate the "pseudo-regression" of the variable data, the unit root test is performed on the data. Second, in order to verify whether there is a long-term and balanced relationship between GDP and stock market fundraising, it is necessary to perform co-integration tests on the two. Third, in order to verify whether there is a causal relationship between the amount of capital raised in the stock market and GDP, a Granger causality test is required for both, and only the causal relationship between the two can be verified and modeled and analyzed. Finally, after the VAR model was established, the impulse response was used to test the effect of GDP changes on the amount of funds raised in the stock market.
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Unit Root Test
The amount of capital raised by a country or region and GDP will change over time. This requires us to carry out ADF unit root test to determine its stationarity. The first step is to perform ADF tests on the time series data of China and the United Kingdom. The results are shown in Table 1 below. From Table 1 , we can see that at the three levels of significance of 1%, 5%, and 10%, the unit root test values obtained from these four time series data are all greater than the critical value. This result shows that China's and UK's funding levels are not stable after the logarithm of GDP.
Therefore, we need to perform differential processing on these data, and then do ADF test on each differential variable. The results are shown in Table 2 below. From Table 2 , we can see that at the three significant levels of 1%, 5%, and 10%, the unit root test values obtained from the four differential time series data are all smaller than the critical value. This result indicates that the time series data of China and the United Kingdom are first order, so they are of the same order. This satisfies the necessary test conditions for cointegration. Therefore, we can perform cointegration tests on these two variables.
Cointegration Test
Cointegration test is to test the time non-stationary sequence to verify whether it is a long-term equilibrium. This paper constructs a one-dimensional regression equation, there are only two variables. Therefore, the co-integration test for variables is the E-G two-step method. Finally, the results of the test are shown in Table 3 below. From Table 3 , we can see that at the significance levels of 1%, 5%, and 10%, the unit root test values of the two residual sequences ET1 and ET2 are smaller than the critical value, indicating that they are stable. This shows that the two sets of variables are cointegrated. That is to say, the amount of fundraising between the two countries' stock markets and GDP is long-term equilibrium, which means that there is a stable mutual influence mechanism between GDP and fundraising amount.
Granger Causality Test
Granger causality is not a true causal relationship, but a dynamic correlation. It shows whether a variable can predict the future value of another variable. By inspection, the following Table 4 and  Table 5 are obtained. Table 4 , we can see that when the lag period is 2 periods, we can see through the P value that the fundraising amount and GDP are not Granger causes. When the lag period is 3 periods, the fundraising amount is not the Granger cause of GDP, and its P value is 1.065. It cannot reject the original hypothesis that the fundraising amount is not the GDP Granger cause, and GDP is the Granger cause of the fundraising amount. Its P value is 0.097, and the rejection of GDP at the 10% level of significance is not the original assumption of the cause of the funding. Table 5 , we can see that when the lag period is 1 period, the fundraising amount is not the Granger cause of GDP, and its P value is 0.218. It cannot reject the original hypothesis that the fundraising amount is not the cause of GDP, and GDP is the Granger cause of the fundraising amount. The P value is 0.003, which is less than 0.01, so the 1% rejection level rejects the null hypothesis that GDP is not the cause of the funder Granger. When the lag period is 2 periods, we can see through the P value that the two are not each other's Granger cause. Table 6 , we can see that after examining the optimal lag order of China's financing and GDP autoregressive model, we find that after the asterisk is concentrated in the second order, we can determine that the optimal lag order is second order, compared with the previous Granger causality. The optimal lag order calculated by the test is the same; Table 7 shows the optimal lag order test of the UK's fundraising and GDP autoregression model. After finding that the asterisks are concentrated after the first order, we can determine that the optimal lag order is 1. The order is also the same as the optimal lag order calculated with the previous Granger causality test. (2) Impulse response The impulse response refers to the response of one variable to the impact of another variable. Figures 1 and 2 reflect the impulse response results. Among them, Figure 1 reflects that the impact of China's GDP on stock market fundraising has just begun to be negative, reaching a maximum at the second and third levels, then the impact has gradually become positive, and then tends to zero to indicate that China's GDP growth, relative to the stock market It is also very active, so the stock market fundraising increases, this effect also has a certain lag; from Figure 2 we can see that the British GDP impact on the stock market in a period, the impact of the largest, and then gradually approaching zero, indicating that investors in the securities market are more rational and the securities market is more mature. 
VAR Model Construction and Impulse Response
Recommendations
Compared to the British stock market, there are many places that we need to learn from and learn from. For our country, listed companies should optimize the concentration of ownership, improve corporate governance structure, improve management and innovation capabilities, and at the same time implement the dividend distribution system. The stock market should optimize the investment structure of the stock market, increase the participation of institutional investors, and improve the market system so that our stock market can develop healthily and steadily. And the regulatory level must also improve the establishment of laws, regulations, and trading systems so that they can be more in line with the actual situation of the stock market in China and be comprehensive and feasible. At the same time, we must improve the delisting mechanism and ensure the upgrading of the stock market. At the same time, we must be good at drawing lessons from other countries' experiences and lessons. We should treat foreign affairs in a manner that does not follow suit. Instead, we must take its essence, go to its dross, and learn from each other's weaknesses to truly make it available to me.
